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Money Market in May 


Since May 1, when the previously announced increase 
in the percentages of reserves which member banks are 
required to maintain against their deposits became 
effective, there has been an easier situation in the money 
market and greater stability in the market for invest- 
ment securities and in the volume of member bank credit, 
than prevailed during the period when preparations 
for the increase were in progress. 

A moderate rise in short term money rates had occurred 
prior to May 1, and it appeared, subsequently, that the 
reduction in excess reserves on that date had been amply 
discounted by the market. Subsequent to the increase, 
some of the New York City banks found it necessary 
temporarily to borrow reserves through purchases of 
‘*Federal funds’’ from banks which still held substantial 
amounts of excess reserves, and for a day or two a few 
of the banks, which were in a position to lend reserves, 
raised their rate for ‘‘Federal funds’’ from %4 per cent 
to % per cent. Sufficient funds were made available 
by other institutions in New York City and elsewhere 
at 14 per cent to meet most of the demand, however, so 
that the prevailing rate remained at that level. After 
the first week of May, excess reserves became somewhat 
more evenly distributed, and the tendency was toward 
slightly lower money rates. Bankers acceptance rates 
for the most part were reduced by 1/16 per cent on 
May 7, and yields on Treasury bills declined gradually 
during the last three weeks of the month. Yields on 
high grade long term bonds also declined somewhat dur- 
ing May, reflecting a firmer market for such securities. 
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The May 1 increase in reserve requirements had the 
effect of reducing total excess reserves of all member 
banks from around $1,600,000,000 at the end of April, 
to about $875,000,000 at the beginning of May. Subse- 
quently the amount increased to between $900,000,000 
and $950,000,000, due chiefly to disbursements, by the 
Treasury, of funds from Government deposits in the 
Federal Reserve Banks. In New York City the amount 
of excess reserves held by the principal member banks 
was reduced from $485,000,000 on April 30, to about 
$150,000,000 on May 1, and receded further, to around 
$100,000,000, during the first week of May since which 
time there has been an increase. 

As the accompanying diagram indicates, the per- 
centage of total excess reserves of all member banks 
held by the principal New York City banks, after rang- 
ing between 30 and 45 per cent during most of the past 
three years, dropped to less than 13 per cent in the first 
week of May, and during the remainder of the month 
was between 20 and 25 per cent. The reserve require- 
ments of the New York City banks represent about 40 
per cent of the total reserve requirements of all member 
banks in the United States. An important factor in the 
reduced proportion of total excess reserves held by the 
New York City banks, which is also shown in the dia- 
gram, was the withdrawal of deposits from New York 
City by out-of-town banks. Such withdrawals around 
the time of the May 1 increase in reserve requirements 
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proved to be considerably larger than had been antici- 
pated, amounting between April 15 and May 15 to 
approximately $250,000,000. Since the early part of 
last December, New York balances of out-of-town banks 
have been reduced by about $650,000,000. Thus the 
New York City banks have not only had to meet their 
own increase in reserve requirements, but have also 
returned to out-of-town banks a large amount of funds 
which they have used to meet their increases in reserve 
requirements. The withdrawal of funds by out-of-town 
banks, however, has had the effect of reducing the New 
York balances of such banks to amounts which are some- 
what less abnormal than the balances maintained during 
the past two years. Late last autumn such balances had 
risen to around $2,150,000,000, or at least three times 
the average amount held here during the several years 
preceding the depression; after the reduction of the 
past few months they are still at least twice the average 
volume of the predepression years. 

Another factor that tended to reduce the reserves of 
the New York City banks during the past month was 
payments for new issues of Treasury bills, not only for 
the New York banks’ own account but also for account 
of their customers. Most of the new Treasury bills issued 
in May were sold in the New York market, whereas 
maturing Treasury bills were held largely in other dis- 
tricts. The losses of reserves sustained by New York 
City banks through payments for Treasury bills, how- 
ever, were partly offset by Treasury payments for 
incoming gold, which was received in substantial volume 
during the past month. There was also a large inflow 
of funds from other districts for commercial and indus- 
trial accounts and for investment in securities in the 
New York market. As the net result of all these trans- 
actions, excess reserves of the principal New York City 
banks rose during the latter part of May to between 
$200,000,000 and $260,000,000, and the excess reserves 
became more widely distributed, among the various 
banks, than in the early part of the month. 


Memser Bank CREDIT 


The downward tendency in total loans and invest- 
ments of reporting member banks in New York City, 
and elsewhere, which had been apparent since last 
December, was checked in May. Holdings of Govern- 
ment securities declined somewhat further, but at a much 
less rapid rate than in the preceding two months, and 
commercial loans showed a further moderate increase. 

Beginning with the reports for May 12, the weekly 
condition reports obtained from member banks in the 
principal cities of the country were revised, a new classi- 
fication of loans being adopted which shows more clearly 
the purposes for which bank loans are extended. The 
distribution of loans of reporting member banks in 
New York City and in 100 other principal cities, accord- 
ing to the new classification, is shown below as of May 19. 
As this table indicates, the proportion of commercial, 
industrial, and agricultural loans to total loans is sub- 
stantial, and does not differ greatly between the New 
York City banks and other reporting banks, amounting 
to slightly under 43 per cent for the New York City 
banks, as compared with about 45 per cent for banks in 
other cities. The principal differences between report- 


ing banks in New York City and in other localities, in 
the character of loans, are the much higher proportion 
of loans to security brokers and dealers in the New York 
City banks, and the larger proportion of real estate loans 
and of loans for miscellaneous purposes in banks in other 
principal cities. 

The data obtained on the new form of report indicate 
that only a little more than one-third of the loans 
secured by stocks and bonds, other than loans to security 
brokers and dealers, are for the purpose of financing 
the purchasing or carrying of securities; nearly one- 
third of such loans are reported to be for commercial, 
industrial, and agricultural purposes. 

(Dollar amounts in millions on May 19, 1937) 


New York City banks 
reporting banks in other cities 
Per cent of Per cent of 
Amount |totalloans| Amount | total loans 
Commercial, industrial, and agri- 
cultural loans: 
232 6.1 351 6.1 
Otherwise secured and unse- 
1,381 36.5 2,225 39.0 
1,613 42.6 2,576 45.1 
Open market paper............. 157 4.1 339 5.9 
Loans to brokers and dealers in 
1,127 29.8 196 3.4 
Other loans for purchasing or 
ng biaetainke 277 7.3 445 7.8 
Real estate loans. ............++ 129 3.4 1,033 18.1 
76 2.0 42 0.8 
Other loans 
242 6.4 474 8.3 
Otherwise secured and unse- 
SP 166 4.4 608 10.6 
eer: 408 10.8 1,082 18.9 
3,787 100.0 5,713 100.0 


GOVERNMENT SECURITIES 

Prices of United States Treasury bonds advanced 
about 1% point during the first week of May, and then 
held rather steady in the succeeding two weeks at an 
average level about 1144 points above the April 1 low. 
Throughout this period the volume of trading in Treas- 
ury bonds, both on the Stock Exchange and in the over- 
the-counter market, was small. On May 24, the United 
States Supreme Court handed down decisions upholding 
the constitutionality of certain contested provisions of 
the Social Security Act, the operations of which over a 
period of years will tend to reduce the volume of Gov- 
ernment securities available for general investment. 
Immediately following the announcement, prices of Gov- 
ernment bonds became firmer and toward the end of 
May the average price of Treasury bonds of more than 
5 years’ term to call date or maturity was 134 points 
above the April low. The average yield on Treasury 
bonds over 5 years’ term declined to 2.50 per cent at 
the end of May, as compared with a high of 2.70 per cent 
in the first part of April and a low of 2.10 per cent last 
December. 

Yields on the intermediate and short term Govern- 
ment securities also moved somewhat lower during May. 
The average yield on Treasury notes of 1 to 5 year 
maturity ended the month at 1.17 per cent, as compared 
with a high of 1.44 per cent early in April and 1.24 
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per cent at the end of that month. On the five issues of 
273 day Treasury bills sold by the Treasury during 
May the average rate moved downward from 0.738 
per cent on the issue sold May 3 to 0.562 per cent on 
the issue sold May 28, the lowest rate on 9 month Treas- 
ury bills since the issue dated March 17 which was sold 
at 0.525 per cent. Five weekly issues of bills due in 
September were sold at progressively lower rates rang- 
ing from 0.531 per cent to 0.375 per cent. The sale 
of these short bills completed the issuance of a total 
of $350,000,000 of bills to mature in the tax period from 
September 16 to 18. These sales of Treasury bills 
resulted in a net increase of $250,000,000 in the volume 
outstanding, as $250,000,000 replaced maturities. 


BILLs AND COMMERCIAL PAPER 


Early in May the bill dealers reduced their rates on 
60 and 90 day bankers acceptances by 1/16 per cent, on 
5 and 6 month acceptances by ¥% per cent, and the 4 
month maturity by 4% per cent on the bid and 1/16 per 
cent on the offered side. No change was made in rates for 
bills maturing within 30 days. The following schedule 
of rates, applying to both indorsed and unindorsed bills, 
has remained in effect since early in May: 30 days 44 per 
cent bid, 7/16 per cent offered ; 60 and 90 days 9/16 per 
cent bid, % per cent offered; 4 months % per cent bid, 
9/16 per cent offered; and 5 and 6 months % per cent 
bid, 5g per cent offered. Trading activity in bills 
continued in about the same volume as April, with 
investment demand, including some foreign orders, con- 
siderably in excess of the supply of bills available in the 
market; dealers’ portfolios remained at a low level. A 
small amount of bills was purchased by the Reserve 
Banks during the month. 

During April, there was a further slight decline in 
the volume of bills outstanding to $395,000,000. Domestic 
warehouse bills decreased $8,000,000, while import bills 
outstanding rose $7,000,000 further. About 81 per cent 
of all bills outstanding at the end of April were held 
by accepting banks and bankers, leaving $77,000,000 
held by other institutions. 


Domestic shipment 
Domestic shipmen 
Domestic warehouse credit 


The prevailing rate for average grade prime 4 to 6 
month commercial paper continued at 1 per cent during 
May. Some sales of especially choice paper maturing 
within 3 months were made at 34 per cent, and some 
business was done in less well known names at 114 per 
cent. Dealers again reported the acquisition of a mod- 
erate amount of new paper for resale, and although the 
number of banks evidencing an interest in open market 
paper appeared to have declined, the movement of the 
new paper into investment portfolios generally proceeded 
without delay. 

At the end of April commercial paper houses had a 


total of $285,000,000 of paper outstanding, an amount 
2 per cent less than on March 31, but 64 per cent above 
the April 1936 volume. 


Security Markets 


During the first half of May the general movement 
in stock prices continued to be downward. As a result 
of this decline and the preceding recession of April 
and the latter part of March, the general average of 
stock prices was carried down to a point about 17 per cent 
below the high reached in the first half of March, and 
the lowest since August 1936. In all, this reaction can- 
celed about 30 per cent of the advance in stock price 
quotations between March 1935 and March of this year. 
The extent of the decline during the past three months, 
indicated in the accompanying diagram, amounted to 
about 13 per cent in railroad stocks, 17 per cent in 
industrials, and 21 per cent in public utilities. In the 
ease of utility stocks the decline from the year’s high 
which was reached in January amounted to 28 per cent, 
and reduced average prices of this group of stocks to 
the lowest level since October 1935. 

In the second half of May there was some net recovery 
in. industrial stock prices from the levels reached around 
the middle of the month, with the result that quotations 
for this class of stocks near the end of May were not 
materially different than at the opening of the month. 
The recovery in railroad and public utility shares, how- 
ever, was quite small and both groups remained lower 
than at the beginning of the month. 

The volume of trading on the New York Stock Ex- 
change remained light in May, the turnover exceeding 
one million shares on only four days. The average daily 
turnover for the month at about 900,000 shares compares 
with an average of about 2,600,000 shares for the period 
between January 2 and March 10 of this year, when 
industrial and railroad stock prices were showing a 
generally rising tendency. 

Further recovery in prices of high grade corporation 
bonds occurred during May, but prices of medium and 
lower grade issues on the whole showed a net recession, 
accompanying and following the declines in stock prices. 
The average price of Aaa bonds computed by Moody’s 
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Investors Service rose about 134 points, and toward the 
close of May was about 3% points above the 1937 low 
reached in April and 5 points below the January high. 
The Baa group of bonds, however, after advancing 34 
of a point in the first week of the month, subsequently 
_ declined 134 points, and as the month closed equaled the 
April low and was some 7 points below the January 
high. 
New Financing 

Following the curtailment of March and April, some 
increase in offerings of new securities occurred during 
the first week of May, but in the succeeding part of the 
month new security financing again reverted to a small 
volume, so that the total for the entire month appears 
to have been about $230,000,000, which is less than in 
either of the two previous months. Domestic corporation 
financing aggregated less than $100,000,000, of which 
two-thirds was in the form of bonds and debentures and 
about one-third in stock issues. The only substantial 
issue in the corporate field was the public offering of 
$42,500,000 Southern Bell Telephone and Telegraph 
Company 25 year 3%4 per cent refunding debentures 
which were priced at 9614, to yield 3.46 per cent to 
maturity. This high grade issue was quickly oversub- 
scribed and advanced to a substantial premium in the 
market. Sixteen stock issues, totaling $27,000,000, were 
floated in May by industrial concerns, partly by offerings 
to present stockholders of the companies and partly by 
public offerings. 

The total of new issues offered by governmental 
borrowers other than United States Government, was 
about $135,000,000. A $50,000,000 State of New York 
6 month 3% per cent issue of tax anticipation notes was 
sold by the State Comptroller to a large group of banks 
and investment houses, some of which subsequently 
offered part of the notes in the market. A $25,000,000 
Federal Home Loan Bank 11 month 1% per cent con- 
solidated debenture issue reached the market early in 
May, and was quickly oversubscribed. Other public 
financing in this category included $16,600,000 of 3 and 
6 month Federal Intermediate Credit Bank debentures, 
largely for refunding purposes, which were priced to 
yield 0.60 per cent in the case of the 3 month maturity 
and 0.80 per cent for the 6 month maturity; in April, 
3 month debentures of the Federal Intermediate Credit 
Banks had been sold to yield 0.625 per cent and 7 month 
debentures on a 0.875 per cent basis. 


Business Profits 


Despite the occurrence of labor difficulties in several 
industries, the volume of industrial production in the 
first quarter of this year averaged considerably higher 
than in the corresponding period of 1936, and industrial 
profits also were materially larger. For a list of 227 
industrial and mercantile concerns whose earnings figures 
are available on a quarterly basis since 1929, aggregate 
net profits in the first quarter of this year were 47 per 
cent larger than in 1936; with the inclusion of the figures 
for 50 other companies, whose quarterly earnings reports 
are not available for as long a period, the percentage 
increase in profits over the first quarter of 1936 is raised 
to 54 per cent. Although about 6 per cent larger than 


in 1930, profits of the 227 companies remained 20 pe 
cent less than in the corresponding period of 1929. The 
indicated figures for 1937 undoubtedly somewhat over- 
state the level of net profits, since deductions by the 
companies of amounts to be reserved for payment of 
the surtax on undistributed earnings apparently was 
not generally made. 

The strikes in the automobile industry were reflected 
in a reduction of 10 per cent in first quarter profits of 
the automobile manufacturing concerns from the level 
of a year ago, and aggregate profits of the coal and coke 
and tobacco companies were also less than last year. All 
of the other groups of industrial and mercantile com- 
panies showed greater profits than in the first quarter 
of 1936, especially large percentage increases being indi- 
cated for the building supply, clothing and textile, 
copper, machinery and tool, paper and paper products, 
railroad equipment, and steel companies. In a few 
groups, profits in the first quarter of 1937 were larger 
than in 1929. 

Net income of Class I railroads amounted to $14,100,- 
000 in the first quarter of 1937, as compared with a 
deficit of $27,600,000 a year ago. Net income of 32 public 
utility companies, other than telephone companies, was 
5 per cent larger than a year ago, but remained 25 per 
cent less than in 1930. 
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Foreign Exchanges 


With the exception of the Netherlands guilder, the 
quotations for the principal foreign currencies showed 
narrow net changes during May. Dutch exchange con- 
tinued to display marked sustained strength, and the 
monetary authorities apparently made guilders avail- 
able to the market against foreign currencies and 
gold only at advancing rates, with the result that the 
Amsterdam-New York rate rose further during the 
month from $0.5485 to $0.549914. The gold reserves of 
the Netherlands Bank increased $143,000,000 during 


First Quarter 
0. 
Corporation group of 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 
ere activity in April and the first half of May was maintained 


at the relatively high level of recent months. The general level of whole- 
wi sale commodity prices declined somewhat, reflecting considerable 
i ets. 


in prices of many raw materials and semifinished produ 


\ The Board’s seasonally adjusted index of industrial Dente mong in April 
f continued at 118 per cent of the 1923-1925 average. Manufacturing production 
om rose further, reflecting increased output of durable goods. Activity at steel 
mills was at a rate slightly higher than in March and about equal to that in 
Lceeneliaeetinainialeiaial oe ee ee the peak month of 1929. Automobile production continued to expand. In the 

929 930 WS! We WSS 1954 13S 1906 195 first three weeks of May output in these industries was maintained at the levels 
Index Number of Production of Manufactures reached at the close of April. Increases in output in April were also reported 

ond Mi for lumber and plate glass. At textile mills where output Ses been at a high level 
in recent months there was a slight reduction in activity. 

At bituminous coal mines output declined sharply following an increase 
in March, when consumers accumulated stocks of coal in anticipation of a strike. 
Crude petroleum output, which had risen ep from November to March, 
showed further growth in April. Production of most metals also increased. 

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, increased more than seasonally from March to April and continued 
higher than a year ago, reflecting, as in earlier months of the year, a larger 
volume of residential building and of other privately financed work. Contracts 
awarded for publicly financed construction have been considerably smaller in 
the first four months of this year than in the corresponding period of 1936. 
/ » eagiegenent rose further between the middle of March and the middle of 


i Propuction, EMPLOYMENT, AND TRADE 
a 


40 


April. There was a considerable growth in the number of persons employed in 
manufacturing and on the railroads, little change in those employed in the public 
utility industries and in trade, and a decline at bituminous coal mines. At fae- 


tories the princi increases in employment were reported by the steel, 

20 a machinery, and automobile industries, while the number employed in the cloth- 

tates Menten of Sesto ing my declined. Working forces at textile mills were maintained, although 

P Without tment a decrease is usual at this season. Factory payrolls increased more than employ- 
average=1 ment, reflecting chiefly further increases in wage rates. 

cent) In April sales at department stores showed little change and mail order 

sales were also maintained at the March level, while sales at variety stores 


declined. 
CommMopiTy Prices 

The general level of wholesale commodity prices, as measured by the index 
of the Bureau of Labor Statistics, declined hen 88.3 cent of the 1926 
average at the beginning of April to 86.9 in the middle of May. Prices of non- 
ferrous metals, steel scrap, cotton, and rubber declined considerably and there 
were also decreases in the prices of grains, cotton goods, silk, hides, and chem- 
ieals, while of shoes - a oe further small advances. Since 
the middle of May prices of hogs and po ve advanced sharply and grain 
prices have also 

Bank CREDIT 


es the final increase in reserve requirements, which became 
effective on May T cman reserves of member banks declined from $1,600,000,000 
to. about $900,000,000, and in the first three weeks of May fluctuated around the 
new level. Adjustments by banks to the new requirements were reflected in a 
decrease in interbank balances and in a small increase in borrowings. The Fed- 
eral Reserve System in April purchased $96,000,000 of United States Govern- 
ment securities, for the purpose of easing the adjustment to the new require- 
ments and preserving orderly conditions in the money market. 

Total loans and investments of reporting member banks showed a small 
decline from the middle of April through May 19. Holdings of United States 
Goverrment obligations and other securities showed some decline, which was 
offset in part by increases in loans. 

While domestic interbank and United States Government deposits declined 
further, balances of foreign banks and other demand and time deposits at report- 
ing member banks increased. 


‘4 


Money Rates 


The open market rate on 90 day bankers acceptances, which between January 
and the latter part of March had advanced from 3/16 to 9/16 cent, was 
reduced to % per cent on May 7, and the rate on nine month bills 
declined to 0.62 per cent on May 24 compared with a high point of 0.74 per cent 
on May 3. Other short term rates have shown little change in recent weeks. 
Yields on long term Treasury and other high grade bonds have declined some- 
what. 
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the six weeks from April 12 to May 24, and at the close 
of this period were $313,000,000 larger than immediately 
following the suspension of gold payments last September. 
In addition, some gold is held in a stabilization fund. 

The upward movement in the pound sterling, which 
had been a major feature of the foreign exchange market 
during April, halted in May, and rate fluctuations were 
limited to an exceedingly narrow range. In the first ten 
days of May, the pound was quoted between $4.9314 
and $4.94 5/16, and from $4.94 to $4.94144 during most 
of the remainder of the month, as compared with a high 
of $4.95 on April 29 and 30. The halting of the advance 
in sterling was due to a variety of influences. During 
the early part of May the supply of gold coming upon 
the London bullion market was absorbed without heavy 
shipments to the United States, owing in part, accord- 
ing to market reports, to Dutch official purchases in 
London. Moreover, there was a marked abatement of 
British and Continental European selling of American 
securities. Although the movement of gold to the United 
States again became heavy in the latter part of May, 
this movement was closely related to an apparent desire 
in certain foreign countries to hold larger balances in 
dollar exchange. 

The advance in French exchange, which had begun 
the latter part of April, continued during the first few 
days of May, and the france reached $0.045111/16 on 
May 3. Thereafter, the rate receded gradually to 
$0.0446 3/16 on May 28 and then fluctuated irregularly 
during the remainder of the month. 


Gold Movement 


The movement of gold to the United States continued 
in substantial volume during May, although somewhat 
less than in the previous month. Imports affecting the 
monetary gold stock totaled $142,700,000, of which 
$97,300,000 from England, $13,700,000 from Canada, 
$5,500,000 from Colombia, $4,500,000 from India, 
$1,200,000 from Switzerland, and $1,100,000 from 
France were received at New York, and $16,600,000 
from Japan, $2,000,000 from Australia, and $800,000 
from Hongkong arrived on the West Coast. A small 
part of the gold received from England during the month 
was reported to have been of Russian origin. 

These imports together with receipts from other 
sources, including newly mined and scrap gold, and the 
release of $29,600,000 from foreign account earmark- 
ings, resulted in an increase of about $195,000,000 in 
the gold stock of this country during the month. The 
Treasury’s daily statement of May 26 showed 
— of ‘‘inactive gold’’ held in the general 
und. 


Commodity Prices 


The downward movement in wholesale commodity 
prices, which began in the early part of April, continued 
through the middle of May, at which time Moody’s 
Investors Service index of 15 raw products stood at a 
level 11 per cent below the early April high and the 
lowest since last December. During the remainder of 
the month a small net recovery occurred, but the index 
closed the month lower than at the end of April and 


FEDERAL RESERVE BANK OF NEW YORK 


Annual of Winter 7% Wheat, 1929-1936, and 

10 per cent below the April high. Among the individual 

commodities, the most movement was in agricultural 

prices. 

With many crops approaching the critical stage, 
weather conditions are beginning to have an important 
influence on prices of farm products. This has been 
particularly true in the case of wheat this season, as 
world stocks stand at the lowest level in recent years. 
The accompanying diagram shows actual production of 
winter and spring wheat for the years 1929 through 1936 
and the Department of Agriculture estimate of 1937 
production of winter wheat, based on conditions pre- 
vailing at May 1. The latest estimate of winter wheat, 
issued on May 10, indicated a 1937 harvest of 654,295,000 
bushels, compared with the 1936 crop of 519,013,000 
bushels and the 1928-32 average of 623,220,000 bushels. 
It will be seen that the current estimate is greater than 
any winter wheat crop since 1931, and the estimated 
winter wheat crop is larger than the total wheat crop, 
including spring wheat, harvested in any year since 1932. 
Inasmuch as acreage intentions of farmers reported by 
the Department of Agriculture last March indicated a 
spring wheat acreage 87 per cent larger than last year’s 
harvested acreage, total wheat production may be the 
largest in six years, if weather conditions remain fairly 
normal throughout the season. Since May 1 varying 
weather reports have had rather important influences 
on wheat and corn prices. Accompanying reports of 
favorable conditions, cash wheat at Minneapolis receded 
to $1.43% a bushel on May 11, but subsequent reports 
of insufficient rains in the Southwestern area were 
instrumental in raising the cash quotation to $1.51% a 
bushel ; by the end of the month, however, the price again 
declined to $1.4114 a bushel, thus showing a net loss of 
814 cents for the month as a whole. Cash corn likewise 
moved 85% cents lower to $1.2634 a bushel during the 
first half of May, but closed the month at $1.3014, mod- 
erately below the end of April. Reflecting in part sea- 
sonal factors, the average price of hogs rose $1.80 to a 
high of $11.88 a hundredweight, thereby duplicating the 
recovery reached in 1935. 

Aside from grain prices, raw silk receded 7 cents to 
$1.7914 a pound during May, and losses also occurred 
in the prices of cotton, wool, hides, and raw sugar. Scrap 


steel prices continued to decline with the quotation at 
Pittsburgh reaching $18.75 a ton, $5.00 a ton below the 
high established in March, and the lowest since last 
December. : Little change, however, was shown in the 
prices of nonferrous metals, following the rather sizable 
declines during April. 


Employment and Payrolls 


From the middle of March to the middle of April, 
nearly 100,000 additional workers found employment in 
manufacturing and nonmanufacturing industries report- 
ing to the Department of Labor. The gain was concen- 
trated almost entirely in the manufacturing industries, 
reflecting largely further increases in the number of 
workers at plants engaged in the manufacture of durable 
goods. Some major industries are now employing more 
workers than in 1929; among them are the automobile, 
iron and steel, and engine, turbine, and tractor industries. 
Owing partly to further wage rate increases, factory 
payrolls continued to expand from mid-March to mid- 
April at a more rapid rate than employment. The 
Department of Labor’s unadjusted payrolls index now 
stands at the highest level since October 1929. 

The accompanying diagram presents a comparison 
of two measures of employment in manufacturing indus- 
tries, one line showing the movement of an index of 
factory employment based on actual number of workers 
and the other line recording changes in an index of 
manhours of employment, which reflects not only the 
number of workers but also the average number of 
hours worked. The effects of the policy of work spread- 
ing are revealed in the increasing disparity between 
the two curves during the depression years. Since 1934 
a gradual resumption of fuller time work has tended to 
bring the curves somewhat nearer together, but, on the 
other hand, the tendency toward a shorter normal work- 
ing week, which was also manifest over a long period 
before 1929, gives rise to a lasting downward bias in 
manhours relative to employment. 

New York State factory employment remained prac- 
tically unchanged from the middle of March to the 
middle of April while payrolls showed a small contra- 
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seasonal increase. The State Department of Labor esti- 
mates that the level of employment is now within 2 per 
cent of the average for the year 1929 and that payrolls 
are approximately 12 per cent lower. 


Indexes of Business Activity 


During the first half of May department store sales 
in the Metropolitan area of New York appear to have 
shown somewhat more than the usual seasonal advance 
over the April level. For the first three weeks of the 
month car loadings of merchandise and miscellaneous 
freight were slightly below the April average, whereas 
a slight advance is usual at this time of year. Shipments 
of bulk freight, however, appear to have shown about 
the usual seasonal increase from April. 

Little change was shown between March and April in 
general business activity and the distribution of goods 
when allowance is made for recurring seasonal changes. 
Increases occurred in the indexes of mail order house 
sales and the volume of advertising, while department 
store sales showed no significant movement. Declines 
occurred in the adjusted indexes of chain grocery sales, 
ordinary life insurance policies written, and the volume 
of check transactions throughout the country. Car load- 
ings of merchandise and miscellaneous freight showed 
somewhat less than the usual seasonal advance, but there _ 
was a slightly smaller decline than usual in shipments 
of bulk commodities. 
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The general average of industrial activity during May 
appears to have remained near the level of April. Steel 
manufacturers reported operations around 90 per cent 
of capacity for the third successive month, but at the 
end of the month output was curtailed, as a number of 
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plants were closed by strikes. Automobile manufactur- 
ing, although interrupted by sporadic strikes, was free 
from major labor difficulties and under the stimulation 
of large spring sales assemblies apparently reached the 
highest point since 1929. Bituminous coal mining and 
the generation of electric power, in the first two weeks 
of the month, also showed advances. Cotton textile mills, 
on the other hand, with new orders continuing below the 
rate of production, tended to reduce operations somewhat. 

The seasonally adjusted index of industrial production 
compiled by the Board of Governors of the Federal Re- 
serve System was 118 per cent of the 1923-25 average in 
April, unchanged from March. The rate of steel produc- 
tion, as shown in the accompanying diagram, rose slightly 
to a point only 1 per cent below the peak of 1929. Owing 
to the construction of new capacity in excess of capacity 
retired, as indicated in the diagram, the operating ratio 


(Adjusted for seasonal variations and usual year to year growth) 


in April was about 90 per cent of capacity, while at the 
1929 peak, operations temporarily exceeded estimated 
capacity. As in other years, there was a substantial 
expansion in automobile assemblies in April, and produc- 
tion of anthracite coal, zinc, and lead also increased. The 
dollar volume of machine tool orders, partly as a result 
of price advances, rose to a new high point. Cotton tex- 
tile mills, however, reduced operations slightly; bitu- 
minous coal mining, which had reached an unusually 
high level in March in anticipation of possible labor 
difficulties, declined sharply; and there were recessions 
in meat packing and shoe production. Electric power 
output showed about the usual seasonal decline. 


Building 

Following an unseasonal March decline in construc- 
tion activity in the New York and Northern New Jersey 
area, the total of building and engineering contracts 
increased appreciably in this district during April. With 
the exception of public utilities, all of the classifications 
shown in the following table recorded advances for the 
month. The average daily rate of residential contracts 
in April was 50 per cent higher than in March, and 
public works contracts, augmented by awards for new 
highway and water front developments, were more than 
doubled. Compared with last year total awards were 
28 per cent higher, the principal increase occurring in 
residential building contracts which were twice as large 
as in April 1936. 
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For the 37 Eastern States covered by the F. W. Dodge 
Corporation report the average daily rate of contracts, 
which had remained practically unchanged from Febru. 
ary to March, advanced 21 per cent in April, with all 
of the major building classifications sharing in the 
increase. Heavy engineering work, which in recent pre- 
vious months had been at a low ebb, showed the most 
pronounced improvement owing largely to the placing 
of contracts for new highway developments, and resi- 
dential building registered a further gain of 24 per cent. 
As compared with a year ago, however, only the resi- 
dential and commercial and factory classes of construc- 
tion showed increases. 
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Data for the first half of May indicate a considerable 
slackening in building activity, as the average daily 
volume of contracts declined 22 per cent from the April 
level. Residential building and heavy engineering work 
declined by more than the usual seasonal proportions 
and in nonresidential building there was a decrease 
contrary to the usual seasonal movement. 


Department Store Trade 


In the first half of May total sales of the reporting 
department stores in the Metropolitan area of New York 
were 5.7 per cent higher than in the corresponding period 
last year. More than the usual seasonal advance over 
the April level appears to have occurred in sales for 
this period. 

In April total sales of the reporting department stores 
in this district were only 3.2 per cent higher than last 
year, owing in part at least to the fact that much of the 
Easter business in 1936 was done in April. The New 
York, Buffalo, Rochester, Syracuse, Northern New Jersey, 
Capital District, and Niagara Falls department stores 
recorded moderate gains in sales over last year, while 
stores in nearly all the remaining localities reported a 
smaller volume of sales this year. The influence of the 
early Easter trade this year was reflected also in April 
sales of leading apparel stores in this district, which 
were only 2.8 per cent above April 1936. 

Department store stocks of merchandise, at retail 
valuation, continued substantially higher than last year, 
although the average increase was somewhat smaller than 
in the previous two months. The rate of collections was 
better this year than last in the department stores in 
practically all localities, and also in the apparel stores. 
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men’s clothing firms, and yardage sales of rayon and silk 
goods reported by the National Federation of Textiles, 
also showed smaller gains than in the previous two 
months, and the increases in sales of the paper, diamond, 
and jewelry concerns were not as large as in March. On 
the other hand, the grocery and stationery firms regis- 
tered the most substantial increases in sales since last 
December. 

At the end of April, stocks held by the reporting gro- 
cery, hardware, and diamond concerns continued sub- 
stantially higher than a year ago, while stocks of the 
jewelry firms remained below the 1936 level. Collections 
of accounts outstanding were slightly lower in April than 


a year ago. 
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Wholesale Trade 


Total April sales of reporting wholesale firms in this 
district averaged about 14 per cent higher than last year, 
a smaller increase than in the previous two months. The 
cotton goods concerns recorded the smallest advance in 
sales since August 1935, the hardware firms the smallest 
increase since February 1936, and the shoe concerns re- 
ported a smaller volume of sales than a year ago, the first 
year to year decline since last November. Sales of the 
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Chain Store Trade 


Total April sales of the reporting chain store systems 
were 4.7 per cent lower than last year, but at least part 
of the decline is to be accounted for by the fact that 
Easter business this year was transacted largely in 
March, and last year largely in April. Sales of the candy 
chains in April, reflecting the variation in the date of 
Easter, were 60 per cent less than a year ago, following 
the large increase reported for March. Shoe chains 
reported a decline of 16 per cent in sales, also following 
a substantial increase in March, and ten cent and variety, 
and grocery chain store sales were somewhat lower than 
a year ago. 

Due to a reduction, between April 1936 and April 1937, 
in the number of stores being operated by the grocery, 
shoe, and candy chains, there was a decrease in the total 
number of chain stores in operation, so that the percent- 
age decrease in sales per store of all chains combined was 
somewhat smaller than for total sales. 
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